BACKGROUND
Prior to health reform, insurers in the individual market had wide latitude to deny coverage, charge an unaffordable premium, or limit benefits based on a person's medical history. As a consequence, individual market health insurance routinely proved inadequate for consumers' health and financial needs and was often inaccessible to those with even minor health problems. 4 The ACA established numerous consumer protections designed to make it easier for consumers in the individual market to access affordable, adequate health insurance.
The law requires insurers that sell individual health insurance to offer coverage to all individuals regardless of health status, requires coverage of preexisting conditions, and prohibits insurers from charging higher premiums based on a person's medical history or gender. It also includes limits on cost-sharing and requires insurers to cover a minimum set of essential health benefits, including coverage for mental and behavioral health care, prescription drugs, and maternity services.
For these consumer protections to work as intended and to keep premiums affordable, they need to be paired with policies that encourage a broad and balanced risk pool. To promote continuous enrollment by the sick and healthy alike, the ACA imposes an individual mandate and provides financial assistance to make coverage more affordable for those with lower and moderate incomes.
Importantly, the ACA also defines what types of coverage were sufficiently protective for purposes of satisfying the individual mandate. To prevent cherry-picking of individuals who are low health risks, it also requires all individual market insurers to play by the same rules.
In many ways, the ACA's regulatory approach to the individual market has proven successful. During the most recent open enrollment period, approximately 11.7 million Americans signed up for coverage through the ACA marketplaces (also called exchanges), most of whom are eligible for subsidies to help with the cost of coverage. 5 In turn, improved access to comprehensive individual health insurance under the ACA, along with the expansion of Medicaid, has helped to reduce the uninsured rate by a third, as of 2018, and lower consumers' average out-of-pocket costs. 6 And, despite insurers' continued uncertainty over the possible repeal of the health law and the Trump administration's approach to implementing the ACA, analysis showed that, on average, states' individual markets were stabilizing, with some insurers reaching profitability. 7 However, challenges remain. In the past two years, the individual market in most states has seen significant increases in premiums, coupled with decreases in the number of participating insurers. 8 While the ACA's premium subsidies insulate many consumers from these price hikes, many millions of consumers are not eligible for subsidies, and those individuals identify the cost of coverage as a significant barrier to care. 9 And though marketplace sign-ups remain stable despite federal policy uncertainty and Trump administration actions seen as undermining the ACA, enrollment remains well below early expectations. 10 These challenges are interrelated and can be attributed to many factors. Still, the availability of coverage options that are not compliant with the ACA's rules, as well as confusion over them, likely has played an important contributing role (Exhibit 1).
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In general, "alternative coverage arrangements" sit outside the individual market risk pool and do not have to meet many -or sometimes, any -of the federal consumer 
Type Description
Transitional policies Policies issued following the ACA's enactment in 2010 but before 2014. These "grandmothered plans" are not required to meet the ACA's most critical consumer protections applying to the individual market.*
Short-term plans
Health plans designed to fill temporary gaps in coverage. Generally, short-term plans are available only to consumers who can pass medical underwriting. Typically they provide minimal benefits and financial protection for those who become sick or injured. These policies do not have to meet any of the ACA's consumer protections.
Association health plans
Health insurance plans sponsored by an employer-based association, such as a professional or trade group. New proposed federal rules would allow association health plans (AHPs), a type of Multiple Employer Welfare Arrangement (MEWA), to be sold to employers of all sizes, including sole proprietors and the self-employed. The rule generally would treat the AHP as a large employer group plan for the purpose of federal law, rendering it exempt from ACA consumer protections that otherwise apply to individual and small-employer health insurance.
Health care sharing ministries
Health care sharing ministries (HCSMs) are entities whose members share a common set of religious beliefs and contribute funds to pay for the qualifying medical expenses of other members. HCSM coverage does not have to meet any of the ACA consumer protections.
√ -

Affordability
Rating requirements
Prohibits plans from charging a higher premium based on health status and gender; allows rates to vary based solely on the number of enrollees covered, geographic area, age (within limits), and tobacco use (within limits).
--* -
Medical loss ratio (MLR)
Individual health insurers must spend at least 80 percent of revenue on health care and quality improvement.
√ -
** -
Adequacy
Preexisting condition exclusions
Prohibits insurers from imposing preexisting condition exclusions with respect to coverage. *** -
√ -
Essential health benefits
Requires coverage of 10 categories of essential benefits: ambulatory patient services; emergency services; hospitalization; maternity and newborn care; mental health and substance use disorder services, including behavioral health treatment; prescription drugs; rehabilitative and habilitative services and devices; laboratory services; preventive and wellness services; chronic disease management; and pediatric services, including oral and vision care.
----
Actuarial value
Requires plans to meet a minimum actuarial value standard of at least 60 percent of total plan costs; requires plans to meet one of four actuarial value tiers -bronze (60%), silver (70%), gold (80%), or platinum (90%) -as a measure of how much of a consumer's medical costs are covered by the plan.
----Annual cost-sharing limits Requires insurers to limit annual out-of-pocket costs, including copayments, coinsurance, and deductibles. 
Transparency
Summary of benefits and coverage
Requires insurers to provide standardized, easy-to-understand summaries of the benefits, cost-sharing, limitations, and exclusions of a plan; summaries must include coverage examples that illustrate how the plan covers specific benefit scenarios.
√ -
Risk mitigation
Single risk pool Each insurer must consider the claims experience of all of their enrollees in all of their individual market plans when setting premium rates.
Risk-adjustment program
Transfers funds from insurers with relatively low-risk enrollees to insurers with relatively high-risk enrollees.
----Note: For association health plans (AHPs), exhibit shows standards applicable to such plans that meet the definition of a large-group plan under federal law (see Exhibit 1). * Under proposed federal regulations, AHPs will be allowed to charge higher rates based on factors such as age, gender, occupation, and group size, as long as the plan does not use the health status of individual members to determine eligibility, premiums, or benefits. ** Under proposed federal regulations, self-funded AHPs would be exempt from the ACA's MLR requirements. The ACA's MLR standards that apply to the large-group market (85%) would apply to large-group policies sold to fully insured AHPs. *** Transitional polices are prohibited from imposing a preexisting condition exclusion on individuals under age 19. Data: Authors' analysis.
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FINDINGS Transitional Policies
Although the ACA required all nongrandfathered individual insurance policies to comply with its insurance market reforms by 2014, millions of consumers were permitted to remain in coverage that failed to meet core ACA standards. The combination of limited benefits and relatively low premium costs enables short-term plans to siphon off healthy individuals from the individual marketplaces.
This, in turn, leads to higher premiums and fewer choices for consumers seeking comprehensive plans. Notes: For the purposes of this exhibit, a state is marked as having a limit on initial contract duration if a short-term plan longer than the specified duration would become subject to one or more of the following state consumer protections: guaranteed issue, guaranteed renewability, or required coverage of essential health benefits. While a number of states have limitations on "renewal" of short-term plans, they do not prohibit issuers from issuing multiple new short-term plans consecutively. For the purposes of this map, such states have been marked as not having a limit on total length of time a consumer can be covered under short-term plans. Data: Authors' analysis. 
ME
Notes: For the purposes of this exhibit, a state is marked as having a limit on initial contract duration if a short-term plan longer than the specified duration would become subject to one or more of the following state consumer protections: guaranteed issue, guaranteed renewability, or required coverage of essential health benefits. While a number of states have limitations on "renewal" of short-term plans, they do not prohibit issuers from issuing multiple new short-term plans consecutively. For the purposes of this map, such states have been marked as not having a limit on total length of time a consumer can be covered under short-term plans. Data: Authors' analysis.
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(NAIC), there were about 160,000 people covered by shortterm policies at the end of December 2016. 29 However, this count may significantly underestimate actual take-up:
recent reports have suggested enrollment may be closer to a million. 30 In addition, sellers of short-term policies or similar policies may file their plans with insurance departments under other categories of coverage that may not be reflected in the reported data. If the proposed regulatory changes are finalized, enrollment in short-term plans is projected to expand to 4.2 million people.
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Association Health Plans
Earlier this year, the Trump administration issued a proposed regulation that would make it easier for self- Although it is difficult to estimate how much the AHP market would grow under the proposed federal framework, there was a sizable AHP market in some states prior to the ACA. 36 Often, states regulated coverage sold through AHPs differently from coverage in the traditional individual and small-group markets, and these regulatory differences served as powerful incentives for insurers to market AHP coverage to small businesses and the self-employed. 37 Over the long term, this could raise premiums and reduce plan options in the ACA-compliant market. 43 It has happened before. In the mid-1990s, AHPs in Kentucky were exempted from benefit and rating requirements that applied to the traditional individual and small-group markets. Insurers abandoned the traditional markets and healthy consumers shifted to AHPs, with premiums dramatically increasing for those left behind. 44 The impact of the Trump administration's AHP proposal on the individual market remains uncertain. It will likely depend on the leeway AHPs are afforded in marketing to the selfemployed and using members' health status to determine eligibility, premiums, and benefits. Perhaps most critically, however, the proposal's effects will depend on whether states will continue to have broad authority to regulate AHPs to ensure a level playing field across their markets.
Health Care Sharing Ministries
Health care sharing ministries (HCSMs) are entities whose members share a common set of religious beliefs and contribute funds to pay for the qualifying medical expenses of other members. 45 Members must generally pledge to follow religious principles and pay a monthly "share" that may vary based on age and level of coverage. 46 The HCSM either matches paying members directly with those who have health costs deemed eligible for help, or collects the shares to disburse to members in need. HCSMs take the position that, because they do not guarantee payment for member claims, they do not constitute insurance. 47 The arrangements are not regulated as insurance under federal law and do not comply with the ACA's consumer protections (Exhibit 2).
The ACA exempts members of HCSMs from the federal individual mandate, a fact advertised by sponsors of these arrangements in the marketing materials provided to prospective members. 48 Federal law does not, however, dictate whether and how states may regulate these entities. In 30 states, legislatures have chosen to enact "safe harbor" rules that exempt HCSMs from state insurance regulation, provided they meet certain criteria (Exhibit 5). Many of these provisions have been adopted since the ACA's passage and, in some cases, in response to efforts by regulators to conduct oversight of these arrangements. 49 In states with a safe harbor, insurance regulators are generally barred from requiring HCSMs to meet standards and requirements, such as those governing benefits, premium rates, licensure, solvency, and oversight, applicable to health insurers and the products they offer. previously barred from offering memberships in that state when a judge ruled that the HCSM was issuing insurance contracts without an insurance license. That ruling prompted a consent agreement whereby the HCSM agreed to refrain from doing business in the state unless it received a certificate of authority. 50 Nevertheless, many aspects of HCSM arrangements resemble traditional insurance, according to a review of the three largest ministries. 51 In addition to paying a monthly share (akin to a premium), members typically must cover, out of pocket, the "unshareable" amount of a medical cost (similar to a deductible) and may be responsible for a coshare amount up to a financial cap.
Limits on care costs deemed "shareable" by the HCSM range from $4,000 to $500,000, depending on the plan, and, in the case of at least one HCSM, may be reduced, increasing a consumer's financial exposure, if "needs"
exceed "shares." 52 Some HCSMs also utilize a network of providers or help members negotiate discounts with providers, and some require members to pay program fees or a portion of their share directly to the HCSM itself to cover administrative costs. Some also pay commissions to brokers that sell memberships in the ministry. 53 The HCSMs we reviewed exclude or strictly limit coverage for preexisting conditions. For example, under one HCSM, for medical costs associated with a condition to be eligible for sharing, the member must be symptom-free for one to five years prior to enrolling. Others apply stricter dollar limits to preexisting conditions, depending on how long the member has been symptom-free and gone without treatment. 54 HCSMs are not obligated to cover a minimum set of health benefits, and some services are routinely excluded from sharing. Birth control, mental health services, routine care, preventive services, prescription drugs (except in limited circumstances), and services to treat developmental delays fall outside guidelines for shareable expenses in the three ministries reviewed. As with other arrangements that pair a low monthly payment with a plan that limits benefits for people in less-than-perfect health, the design of HCSMs encourages selection against the ACA-compliant market.
Other Coverage Arrangements
In addition to the arrangements discussed above, many companies sell consumers other types of health coverage products that do not provide comprehensive protection in the case of an unexpected medical event and are not required to comply with the ACA's individual market insurance reforms. Nonetheless, these products are sometimes marketed as alternatives to major medical coverage. 58 State regulation of these products varies but can play a critical role in protecting consumers from financial risk and helping to stabilize the individual market.
Direct Primary Care Agreements
A direct primary care agreement is a contract between a primary care provider (PCP) and a consumer under which the consumer pays a periodic membership fee directly to the PCP and the PCP agrees to provide, at no extra cost, services within the scope of primary care practice, which in some cases includes management of chronic diseases.
The agreement typically does not include coverage of prescription drugs, specialty care services, hospitalization, or most other benefits provided by a major medical insurance policy.
In the past few years, a number of states have either adopted or proposed legislation declaring that these arrangements are not insurance and therefore are not subject to state insurance laws. 59 However, these arrangements may cross the line into insurance if, for example, the practice takes on health care risk by allowing unlimited office visits for a flat fee or charges monthly fees that are less than the fair market value of the covered services. 60 
Discount Medical Cards
Discount medical cards offer purchasers discounts for certain medical care, goods, and services. Discount cards offered only for prescription drugs are common.
In general, consumers pay a onetime enrollment charge plus monthly fees. In return, the card issuer pledges to
give the purchaser discounts on covered medical services.
However, in many cases, the "discounted" charges are 
